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KEY ECONOMIC INDICATORS —- SWITZERLAND 
(In Million of Swiss Francs, unless noted) 


( JAN-JUNE) PCT CHANGE 
FROM THE FIRST 
HALF OF 1986 


INCOME, PRODUCTION, EMPLOYMENT 1985 1986 1986 1987 


GDP at current prices 227,950 242,945 118,460 125,255 
- private consumption 140,555 144,980 69,455 71,125 
- government consumption 30,880 31,905 16,260 16,885 
- fixed investment 54,200 58,995 26,940 29,085 
GDP at 1970 prices 109,765 112,685 55,750 57,085 
GDP percentage changes (1970=100) 4.1 2.7 } 2.4 
GNP at current prices 241,355 254,510 

GNP at 1970 prices 117,700 118,665 

GNP per capita, current prices (sf) 36,944 38,721 

Saving as pct of disposable income 5. 6. 

Employment ,excl.agriculture (million) ‘ .O1 

Unemployment (pct of total workforce) 


INDICES 

New industrial orders (1975 = 100) 165 159 
Industrial production (1963 = 100) 175 170 
Industrial capacity utilization 86 85 

(1975 = 100) 

Retail sales (previous year = 100) : : 104.9 101.3 
Real wages (previous year = 100) ; ; -- -- 
Real wages, percentage increase ‘ ‘ -- -- 
Consumer prices (dec. 1982 = 100) ; ; 108.3 109.5 
Consumer prices, percentage increase ; ; 0.9 1.0 
Wholsale prices (1963 = 100) ; : 173.3 168.6 
Wholesale prices, percentage change ; : -1.0 -2.0 


MONEY 

Adj.central bank money (ACBM) (avg) : 31,768 31,442 32,35 32 
Federal debt 28 ,228 -- -* 

Central bank discount rate (Pct) ‘ 4.0 4.0 3.5 
Governm.bond yield (end period pct) ; 4.30 4.43 4.11 


BALANCE OF PAYMENTS AND TRADE 

Gold & foreign exchange 50,038 48,166 45,913 43,382 -5.5 
reserves (avg) 

Imports (cif) (goods) 74,750 73,513 37 E73 36,752 -2.2 
Exports (FOB) (goods) 66,624 67,004 33,555 32,786 -2.3 
Negative trade balance 8,126 ' 6,509 4,018 3,966 -1.3 
Imports from U.S. 4,391 3,970 2,146 2,103 -2.0 
Exports to U.S. 6,871 6,343 3,240 2,833 -12.6 
Current account balance 12,785 13,000 7,074 6,300 -10.0 





MAIN INDUSTRIAL IMPORTS FROM THE U.S IN 1986 (SF MILLION) 


Industrial Machinery (766), Precious Stones and Jewelry (479); Aircraft 
and Aircraft Parts (368); Electrotechnical Machinery (361); Industrial 
Process and Control Instruments (341); Organic Chemicals (240). 


PRINCIPAL INDUSTRIAL EXPORTS TO THE U.S. IN 1986 (SF MILLION) 


Industrial Machinery (1,662); Organic Chemicals, Dyestuffs, 
Pharmaceuticals (865); Watches (814); Optical, Medical and Industrial 
Process and Control Instruments (499); Power Equipment (367); Precious 
Stones and Jewelry (335). 


A) All figures are in million SF except where noted otherwise. Yearly 
average exchange rate was SF 2.452/USD in 1985; SF 1.799/USD in 1986; six 
month average exchange rate for Jan.-June 1987 was SF 1.587/USD. 


B) First half 1986 figures are unadjusted. 


C) 1987 statistics reflect the following: cumulative total for 
Jan.-June: GDP and GNP data, imports, exports, trade balance, employment 
and unemployment rate, consumer and wholesale prices, industrial orders, 
production, retail sales, end of June: capacity utilization, money 
statistics. 


D) Current account balance is adjusted for 1985; estimated for first six 
and twelve months of 1986, and the first half of 1987. 


Sources: Die Volkswirtschaft, Wirtschaftsspiegel, Monatsbericht der 
Schweizerischen Nationalbank, and Federal Finance Department (the last 
named only for current account balance). 





1. ECONOMIC OVERVIEW* 


In the first 6 months of 1987. Switzerland continued to play its 
role as an exemplary economic performer in the OECD arena. combining 
again a balance-of-payments surplus with positive growth. low 
unemployment. low inflation, a high degree of financial stability. 
and a balanced government budget. The main stimulus to economic 
growth in the first half of 1987 derived from dynamic domestic 
investment activity (heavy capital goods purchases and a remarkable 
revival in the construction industry) and from a significant 
expansion in the services sector. Private consumption. which 
provided the economic engine in the comparable period last year, 
decelerated. Exports. which in the two previous years were mainly 
responsible for fueling economic growth. dropped by 2.3 percent. 
These were affected by the continued depreciation of the dollar and 
the decline in investment activity in other major industrial 
countries. Although there was a slackening of-.production, capacity 
utilization in Swiss industry was still near record levels. and 
company balance sheets and earnings remained strong. While the real 
economic growth rate for 1987 will not match the 2.7 percent in 
1986. it should prove respectable. While the economic consequences 
of the October 1987 stock market are not yet clear, it can be 
expected to lead to some diminution of activity in the financial 
sector. Swiss economists. however, do not believe the overall 
impact on the economy will be great. The Swiss are more concerned 
about the effect of subsequent exchange rate developments on export 
prospects. 


2. ECONOMIC PERFORMANCE AND OUTLOOK 


In the first half of 1987. real GDP grew by 2.4 percent over the 
first half of 1986 level. The leading growth sector was fixed 
investment which was up by 6.6 percent on the strength of a 9.4 
percent rise in its equipment component. Swiss firms’ investment in 
laborsaving capital due to a continued tight labor market largely 
accounted for this rise. Private consumption rose by only 1.7 
percent from last year’s high level which has been stimulated by 
accelerated auto purchases to beat the application of new emissions 
standards. The real level of goods and services exports was down by 
3.2 percent from the first half of 1986. The major drop was in the 
services component. which was off by 7.1 percent. Finally. it 
appears that the overall GDP figure would have been less without a 
substantial rise in the stockbuilding component of the national 
income accounts. 


The industrial production index for the second quarter was recorded 
at 170 down from 175 a year earlier. Sectors experiencing the 
sharpest contractions were textiles, clothing, and watches and 
jewelry. While employment in the industrial sector was off 
slightly. overall employment rose to 3.07 million as gains were 
recorded in both the construction and services sectors. At the end 
of June, the unemployment rate stood at 0.7 percent, down from 0.8 
percent a year earlier. 


*This report was prepared in December 1987. 





Swiss inflation performance remained impressive. Compared to the 
first half of 1986. the average consumer price index for the first 
half of 1987 was up by just 1 percent. Reflecting the strength of 
the Swiss franc and lower world energy prices. the average wholesale 
price for the period fell by 2 percent. 


3. MONETARY AND FISCAL POLICIES 


The primary objective of Switzerland's monetary policy in 1987 was 
the traditional one of maintaining price stability. In addition. 
the monetary authorities have been concerned that exchange rate 
developments not result in a loss of competitiveness vis-a-vis the 
German mark. To combat the latter. the Swiss National Bank (SNB) 
has provided banks with additional liquidity. According to the SNB. 
the original 1987 target of 2 percent growth in adjusted central 
bank money is now expected to be about 2.5 percent. 


With government consumption accounting for less than 15 percent of 
GDP, the impact of fiscal policy on overall economic performance is 
not of great significance. Further. confederation (federal) outlays 
account for only about one-third of total official outlays. with the 
rest accounted for by cantonal and local governments. In 1987. the 
public sector is expected to record a moderate surplus. 


4. BALANCE OF PAYMENTS 


External trade is a pillar of Switzerland's prosperity. Exports of 
goods and services account for 40 percent of GDP. Imports are also 
essential due to the country’s dearth of raw materials and its 
dependence on the purchase from abroad of a wide range of 
semifinished products and certain specialty consumer and capital 
goods. Although Switzerland traditionally runs a deficit on its 
merchandise trade account. earnings from tourism, banking. 
insurance, investments. licenses and other invisibles invariably 
provide a substantial current account surplus. 


In the first half of 198’, Switzerland recorded a trade deficit of 
3.966 million Swiss francs (SF) compared to a figure of 4,018 for 
the first half of 1986. The results indicate that the Swiss franc 
value of exports fell by 2.3 percent. volume was down by about 2 
percent. This represents a reversal of the trend of the past 3 
years when rapidly expanding export sales helped fuel Swiss economic 
growth. The largest volume drop of Swiss exports was recorded by 
consumer goods. but engineering goods exports also declined. These 
developments appear to reflect both slower growth in Switzerland's 
major export markets and the appreciation of the Swiss franc. By 
region. the largest percentage drop in exports was to OPEC. though 
exports to the United States and United Kingdom were also off fairly 
substantially. 





Regarding imports. while value fell by 2.2 percent. volume is 
estimated to have risen by 5 percent. with investment and consumer 
goods and energy imports all recording fairly substantial gains. By 
geographic region. the largest percentage increases were recorded in 
imports from the “developing nations” and the Federal Republic of 
Germany. 


Reflecting the stronger Swiss franc and lower world energy prices. 
Switzerland's terms of trade improved substantially as export prices 
changed little and import prices were down by more than 5 percent. 


As a consequence of its traditional strong positive balance in 
services and capital earnings. the current account recorded a 
surplus of close to 6 billion SF in the first half. though this was 
down over 500 million SF from the year’s earlier period. The 
balance in the service sector was down by about 350 million SF. of 
which, over 100 million SF was attributable to a decline in the 
tourism component. For the first half of 1987. net earnings on 
Capital were near 7.6 billion SF. about the same as in the first 
half year. 


5. LABOR FORCE 


During the first 6 months of 1987. Swiss labor continued to profit 
from the country’s favorable economic situation. Compared to the 
same period of the previous year, employment rose by 2 percent, 
unemployment dropped by 0.1 percent. Despite weakness in its export 


component. services were the most important sector for new job 
creation and fueling economic growth. The number of people employed 
in banking expanded by 6.7 percent. those in insurance by 

4.2 percent, and in retail trade by 3.3 percent. The aforementioned 
branches would probably have recorded even higher growth rates had 
it not been for the prevailing severe shortage of skilled labor. 
This was particularly pronounced for electronic data processor 
specialists and for low and medium-level managerial staff. Services 
are emerging as the predominant sector in the Swiss economy. The 
sector currently employs 1.8 million people. or 57 percent of the 
country’s work force. Last year it contributed approximately 65 
percent to Switzerland's GDP. The transition from manufacturing to 
services is occurring relatively smoothly. It should continue to do 
so as long as full employment is maintained and the expanding sector 
offers a high-value-added service per worker. Employment in 
industry in the first half of 1987 was also higher, though only 
marginally. while the number of those active in agriculture remained 
at the previous year’s level. 


In mid-1987, Swiss industry celebrated an event of momentous impact 
on the country’s development as a major and successful industrial 
nation: 50 years of labor peace. In 1937, the employers’ 
associations and workers’ unions in the engineering industry signed 
the “Swiss Industrial Peace Agreement.” whereby the social partners 
pledged not to resort to strikes or lockouts in order to settle 
disputes but to use an arbitration procedure instead. The agreement 
was subsequent!iy extended to the whole of the economy and has 
remained the basic principle of relations between management and 





labor. The Peace Agreement does not preclude the emergence or 
development of industrial disputes, but it aims to resolve them 
without harmful clashes. The virtual absence of strikes is a major 
advantage in terms of the country’s economic performance. In 
Switzerland, an average of only seven-tenths of a working day per 
year for every 1,000 people employed was lost as a result of labor 
disputes between 1981 and 1985. In West Germany. the corresponding 
figure was 1.7 days: Japan 13: France 140: the United States 160: 
and in Italy. 967. Finally. the Swiss workweek, at 42.5 hours, 
remains higher than other OECD countries’ workweek. 


6. AGRICULTURAL ECONOMY AND POLICY 





Due to a cool, wet summer. crop production fell slightly in 1987, 
with wheat production down 4 percent from 1986 and 12 percent from 
the record 1985 crop. However, overall declines were moderate and 
had no major impact on agricultural imports or exports. Swiss 
self-sufficiency in food production is expected to have remained at 
about 65 percent. 


Agricultural policy debate heated up considerably in 1987. 

Following the defeat of the sugar referendum in 1986 and the failure 
of the Swiss Government to approve a price increase for milk in 
1987, the Swiss Farmers Union has submitted a long list of demands 
for measures to improve farm income. The union estimates that an 
average farm's income is 32 SF per day lower than that of a 
“qualified worker” in other sectors of the Swiss economy. For 
“mountain farming” the deficit is estimated at three times this 
amount. Most importantly. the union is demanding an increase in the 
base price of milk (which determines one third of the total value of 
Swiss agricultural production) and increases in the “indicator 
prices” (i.e.. prices that fully cover production costs and govern 
import policy) for meat. The union is also demanding stricter 
restrictions on the importation of “cheap food” from countries that 
are not burdened by cost-raising Swiss laws concerning the 
protection of animals and the environment. 


The federal government is faced with difficult long-term 
agricultural policy decisions. With technological advances leading 
to ever-higher productivity. Swiss agriculture has the potential to 
increase further its self-sufficiency -- very probably to 100 
percent in the key feed-grain-—li estock sector according to one 
expert. The government is apparently opposed to this and has 
proposed two contrary principles for agricultural negotiations in 
the Uruguay Round -- maintaining existing market access and reducing 
export subsidies. However. it faces the dilemma that resources wil! 
ultimately have to be taken out of Swiss farming if self-sufficiency 
is frozen at the existing level while real prices are maintained. 
This is a difficult problem for a country long-committed to 
maintaining a strong rural population, even in submarginal mountain 
areas. 





To make matters more difficult. the Farmers Union is adamantly 
opposed to direct payments (“disguised unemployment compensation”) 
as a form of general income support in return for restraining 
production. All of these matters must be judged in the larger 
context of European economic integration and the question of 
Switzerland's long-term economic viability outside this process. 
Joining the EC would drastically lower most Swiss farm prices. In 
short. Swiss agricultural policy seems to be approaching a period of 
more intense scrutiny and debate. with outside forces larger than 
Swiss agriculture threatening to heavily influence the outcome. 


7. COMMERCIAL IMPLICATIONS FOR THE UNITED STATES 


Continued prosperity. coupled with low unemployment and high wage 
rates, makes Switzerland a fertile ground for increased U.S. 
exports. The present exchange rate of under 1.40 SF to the dollar 
renders U.S. products super competitive. Unfortunately. many U.S. 
companies have failed to seize this golden opportunity. According 
to Swiss Government statistics. the United States share of the Swiss 
import market for the first 10 months of 1987 has remained at 5.4 
percent, the same level as the comparable 1986 period. In volume 
terms, this means that imports from the United States may have 
increased substantially given the average 9 percent decrease in the 
Swiss franc/dollar exchange rate during this timeframe. It is 
clear, however. that in Swiss franc value terms the long awaited 
upsurge in U.S. imports has yet to take place. 


U.S. firms. using price as an opening wedge. must take advantage of 
the present situation to demonstrate their commitment to the Swiss 
market. This should include appointing an agent or distributor and 
supporting him. The Swiss are discerning buyers. Industry and 
consumers demand a high degree of quality. service, and 

reliability. A local representative is. in most instances, 
essential to reassure customers that the U.S. firm will stand behind 
its product. 


Swiss industry relies heavily on foreign markets. Exports account 
for approximately 43 percent of the country’s gross domestic 
product. Swiss firms must remain competitive internationally to 
survive. The tight labor market and high wage structure force Swiss 
firms to look to more sophisticated equipment (such as CAD/CAM) to 
improve efficiency and productivity. U.S. high technology is 
ideally suited to profit from this environment. 


The U.S. Department of Commerce’s Foreign Commercial Service (FCS) 
located at the U.S. Embassy in Bern and the U.S. Consulate General 
in Zurich are well placed to assist U.S. companies seeking to enter 
the Swiss market. The following promotion program during 1988 is 
designed to provide U.S. companies market exposure: 





January Visit USA Seminars 

February Industrial Handling 

February Space Commerce 

March Printemps Informatique 
(office systems) 

April Franchising Trade Mission 

May Sicherheit (security) 

May Invest in USA Seminar 

June Technobank 

September Inteferex 

Oc tober Travel Trade Workshop 

November IFAS (medical exhibition) 


In addition to these FCS sponsored events, U.S. firms can participate in 
a number of trade shows, many with international appeal. organized by 
trade fair authorities in Zurich, Basel, Lausanne. Montreux and Geneva. 
These trade fairs can provide U.S. firms with considerable exposure and 
offer an excellent introduction to the Swiss and other European markets. 


The December 21, 1987 issue of the Commerce Department publication. 
Business America, contains a list of major trade fairs in Switzerland. 
Information on doing business in Switzerland is available from the 
Switzerland Desk, Room 3411, U.S. Department of Commerce. Washington, 
D.C.. 20230. tel. (202) 377-2920. 


FOREIGN INVESTMENT 


Swiss regulations regarding foreign investment generally accord national 
treatment to foreign firms. Restrictions principally concern the 
purchase of real estate by foreign individuals and limiting the number of 
work permits for foreign workers. Neither of these restrictions 
seriously affect business operations. In addition to direct investment. 
many Swiss firms are open to licensing and joint-venture opportunities. 


U.S. direct investment in Switzerland had a book value estimated at $17.5 
billion at the end of 1986. Switzerland ranks fourth as a recipient of 
U.S. investment worldwide. 


Swiss firms have found the U.S. investment climate congenial. Along with 
international giants. such as Nestlé (which acquired Carnation in 1985) 
and Ciba-Geigy. many medium-size and smal! Swiss firms have established 
operations in the United States. Total direct Swiss investment in the 
United States is now estimated at $7.5 billion. As a result Switzerland 
has become a target for many state and municipal organizations eager to 
attract investment to their area. The main attraction is the spectacular 
growth opportunity the huge U.S. market affords. The exchange rate may 
also cause Swiss firms to consider production or assembly operations in 
the United States in order to conserve markets previously supplied 
through direct imports. 





TRAVEL USA 


The decline of the dollar has made the United States a prime destination 
for Swiss travelers. An estimated 216.000 Swiss are expected to visit 
the United States in 1987 spending over $500 million in the process. The 
United States has become a bargain destination compared to European 
countries. 


The affluent Swiss are demanding travelers. U.S. travel firms should 
consider paying attention to this market through local agents or 
representatives. Tour operators. airlines. hotels. and other 
organizations servicing the tourist industry may participate in annual 
travel promotion events taking place in Switzerland. The Foreign 
Commercial Service in Bern organizes two of these events. the Travel 
Trade Workshop in Montreux and the Visit USA Seminars in Lausanne and 
Zurich. 
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